'by L. Jay dtkinson and Edmond L. Kenwit v

. Economie ASPects
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RAPII_} growth in motor vehicle registeations and highway
« travel ginee World War IT has brought serious congestion
ggpecially in and avound large cities. Marked expansion of
* highway construction in recent years bas not heen of sufficient
seope to take care of accumulated needs and e:cpa.nding;&
* quirements. Only in the last 2 years have capital outinys
or highways aﬂmmhed the pmgortil:-n of total gross na-
tional product t they aecounted for in prosperous prowar

. years.
¥ With the Highway Act of 1858, the Federal Government

- has nondertaken a long-term of incressed nssistance
to the States which w. t})mvida 1) large and expacding ollo-

. cations for & mainly Federal-financed interatats aystem link-
ing the %I:il‘lcipﬂ.l cities, and {2} a etepped-up allocation for the
regular Fadersl aid program on a 50-30 matching basis,
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For the Interstate eysterm the ace outhorizes a total of
nearly $25 billion of Fedoral funds over the next 13 years for
the 00 percent or more of total ¢ost to be borne by the Fod-
eral Governmment. The State matehing requirements wil! ndd
another $2.5 billion plus small sumes for previous authoriza-
tions not yet apant.
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For the regular Federsl sid program, which is on a 50~50
matehing basis, Faderal authorieation of $2.5 hillion for fiscal
yvears 1957, 1968, and 1959 will require about an equal
anthorization from Btate funds, Authorization of regular
Federal aid has not been specified nfter fiscal year 1959,

Aptnal spending under the program iz expetted o excead
the above totals hecause of funds to be made availeble but
wot yet suthorized. Federsl-sid funds for highway eonstrue-
tion through 1872 are estimated ot $35.5 billion, Together
with required Stata matching funds, more than $50 billion will
become awailable {or cooperative Federnl-Siate interstata
and regular aid projects over the duration of the program.

Perhaps the cﬂmenﬁiuna of this program are mors readily
grasped in terms of nnnual rates rather than of total long-

-termt costs. Spending, including State matching fuads, on

Federsl-aid highway prejects bas risen from less than $1
hilion in 1952 to near gl.‘? hillion in 1988, It is expectad
+0 rise to $3 hillion within a few years, reaching $3.5 hillion
by 1965, and to continue rising to aound $4 bilkion in the
final stages of the program, on the basis of projected truss
fund receipts, whic contrel Federal expenditures under the
aat. -

The purposs of this article is to examine some of the broad
economic effects of the expanded roadbuilding program and
0 pssezs the implicafions of the financing provimons upon
apomomis activity in the general setting of past trends in
highway financing and construction.

Recent highway expansion

Despite rising outlays for highways throughout the post-
war period, building in the firsi several years after the
wal WasS quite inadoci}'uzil_te in comparison with the gmm.i
treffic. It was 1048 bafore eurrant dollar epending reachs
prewar rates, and as late as 1952 the volume of construction
adjusted for price p was otill below the prewer rate,
By 1852, however, vehicle-milse of travel were more than 50
percent above the prewar peak, . .

In more revent years s substantinl expansion has teleen
place in the volume of hi%]l’ﬁ"ﬂ.j" constroetion—an expansisn
that is o very importont element in a.phprmasmg the new high-
WY program. the past £ vears the volume of highway
construchion, sdjusted for eoat changes, has incressed hy
two-thirds.

This sharp rise in the real volume of highmy construction
iz attributable to (1) & substantial vise in Waderal aid matehed
by State funds, {2) on ulfsurge in toll road comstruction
finsnecd largely by special bond issuas, and (3) a stabilization
through mid-1955 in road construction costs which enabled
rising receipts avallable from road user toxes to purchess
incregsed road constmetion,

Between 1952 pnd 19566, Federal-aid spending nearly
doubled, rising $400 million, with a slightly smsllor rise in
State matching expenditures. In the past 2 years, the con.
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tinued increase in matching funds required most of the
ineresse in Stote highway funds available for coustrustion
and littie expansion occcarred in independent State and Tocal
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road consiruction other than toll roads, A= shown in table I,
the largest intrease was for o]l roade, outlays for which
increased almoszt $1 billion betweon 1952 and 1856,

The New Highway Program

The principal program objective of the Federal Highway
Act of 1956 is the completion of the Nationsl tem of
Defense and Interstote Highways, a 41,000-mile Inierstate
Bystern of high-speed expressways spanming the continent
and providing main interconnecting routes betwesn tha
major population and production centers of the Nation and
wi ico and Canada. All buk about 7,000 miles of the
network will be of divided highways of 4 or more lanes with
controlled nccess and no erossings.

The generzl locaticns of the original routas were defined
by the Bureau of Public Roads in" 1844 and designated by
Congress in 1847, Through 1954, however, the Federal

Government had specifically suthorized the expanditura of
only $400 million for the system. ]

us the in{crstate program ie not literally new, bat the
scille of operations is vastly ineressed, and s number of pro-
visions in the sct Tepresent modifientions of previous Gov-
eroment policy. First with the incressed funds provided
hy the new act, the shara of the Federal Government in
meeting capital outlays for all highwaya will rise substantially
above the surrent one-fifth.  Second, to sssure completion,
o lopg-term superhighwey construction program wos au-
thorized with most of the cost to be borne by the Fedarsl
Governtment. Third, Federal toxetion sand highway spend-
ing were linked, Specified existing and new texes related to
motor vehicles are to be paid into a highway trust fund out
of which all future Federal expenditures of major highway
funds will be met. Spending may not execad anticipated
i_mn&ml receipts, axcept from aceumulsted surpluses in the
. ‘

Finally, though not o change from past policy, the amount
of fands authorized for regular Fanxe(ml highwey aid was
increased beginning in fiscsl 1957 from the 3700 rmillion
previously nuthorized to $325 millien, snd to £850 million
in 1058 and o $875 million in 1950.

Basic Federal-3taie highway reletionships wers not alterad.
The State highway departments build, maintain, and operate
m0at main- ed wgh routes v the [Thited States
Responsibility for initinting the projects, and for planning,
conatrneting, maintaining snd polwing the highwaye remning

Dacerrbar 1058

with the Btate bighway depsrtments, The Federal Govern-
ment through the Bureaun of Public Reads establishes siand-
ardz of highway engineering to meet nnticl;ljla.tad trafiic
volume on the interstate system for 20 yeers . Con-
trolled access to moest of the superhighways iz one of the
basic standards of the interstate networl. W

Financing the program

One of {hie distinctive features of ibe Federal Highway Act
of 1956 is the earmarking of specified excise taxes related to
motor vehicles to be placed in & trust fund out of which.

Federal vid will be financed on a long-term basis on s sirict

pey-as-you-baild policy. most of the States have
earmarked highway user taxes sor high i_;r epending, the
Fedoral Government had not previouwsly followed such n
practice.

An important implication of the method of ﬁmmui::tﬁ
chosen is thet Federol-aid spending both for regular aid.
{50-50 matching basiz) end for interstate aid will ba limited
to receipts of the trust fund account from previously existing
taxes nz well 4z from new taxes levied. In the first few
years of the progrsm, collections are expected &0 excead
expenditures, providing a reserve from which spending may
excoad current collections during later yeare as the spending '

prc:ﬁ'nm expands.
e law provides that allocations for the interstate pro-"
gram are to be reduced or deferred when it appears that

epending of Federal funds may estveed the resources of the
trust fund account. Oo the basis of the proijection of trust
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fund receipts, shown in the chart on page 24, assumin
Faderal sid to be maintained at the rate authorize
for fisen] year 1058, thiz provision ig satimated to stretch out
the period of the completion of the interstaie program
bayoad the 13 years designated, perbaps to 16 yours, under
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* the assumption of constant costs projected.  Accordingly the
new taxes are designated to remain in effect nntil 1972,

- The new taxes

% The hishway trust fand will derive two-thirds of estimated
receipts the motor fuel tax which was raised from 2
' eents to 3 cents per gallon as of July 1, 1956, Motor-fuel
consumption is estimated to inereasa by a constant amount
ennually during the pariod of the program, This 13 equive-
. lent to about & 4 parcent annual raie currently and a declinin
relative rate_in the futurs, The growth in motor fue
sonsumption hes beet comsiderably above 4 parcent in recent
jraursl when the nomber of motor vehicles in nse has inereasad
“rapidly.
}i‘he}rother rincipsl suto-related taxes to be placed im ths
fund inclnde (1} 2 tax on Hres, which was raised from 5 cents
b0 3 cents per pound, (2} an existing fax on inner tubes of
O cents pound, {3) & new tax of 3 eants par pound on
» treed rubber used in recapping tires, {4) a new tax of $1.50
per 1,000 pounds annunlly on trucks registered for gross
weighis exeeading 26,000 pounds, and (5] an exeise tax of
£ percant on the mamufacturers’ price of new irucks, buses
ilers. The emisting mspufacturers’ excise iax op
commercial vehicles was 8 percent of which 3 pereent was
"scheduled to expire in April 1957. The 3 percent was
retained and incressed by 2 percent, making 6 percent of
“ the manufacturers’ price eveniually &0 be placed io the trust
fund out of & total of 10 percent collected on new commercial
wﬁetlhﬁ nfter F"h:lly 1lI Egg ding 4 .
ough Federal highway spending iz tied 10 specific
Federsl excise taxes for o long-term pro , BOTIE ﬁex?bﬂity
was intreduced for severel aspects of highway prograrm
through periodic appraisels and siemul reports to aid Clon-
m the determunation of pelicy an severa]l proeblems,
. Onesveh prohlem was the formuela to be used for apportion-
ng funds among States. For the firat 3 years, intersiate

funds are spportioned among the States on e basiz of the

current formula based on population, land srea, s#od road
mileege. Thereafter Congress declared its intent io allocate
fund="heginning in 1360 on a hazis of needs to complats tha
intersiate natwork, ) X .
be complex and difficult issue of reimbursing the States
vfor work already done ta necopiable standerds on freeways
and toll roads on designated interstoie routes was not
"resolved. Congress requested & report from tha Becretary of
Commerce in Js!:nuary 1958 to sid it in determining rem-
bursement policy on roads construsted to interstate standards
aftar Aupust 2, 1947, including possible incorporation of toll
roads on interstate routes into the free highwoy system.,
For ihe Interstate System, Federal-gid financing of the
freewnys is in marked eontrast to the typical State financing
- of 6011 roads Jargely by borrowing. The transition in financ-
g i3 n]renddy under way: The 1ssue of aew toll road bonds
hag dropped sharply and the pew Federsl excies taxes ware
imposed &gmmnﬁl uly 1, 1956. From the highway users’
standpoint, the toll rosda sre available for a epecial sharge
. upon those using the roads ususlly of 1 cent to 1} cents per
mila for pas cars amd up to about 4 cents per mile for
lazge trueks, which iz equivalent to an added gesoline tax
of 15 to 20 cents per gallon for passenger cars and trucks,
For the interstate freeweys the rize in user impesia 13 much
smallor—an incrsase of 1 cent per gallon for gasoline is the
principal new revenue source—Dbut it 33 placed upon all motor
travel rather than upon the 20 percent of the treffic on the
interstate nalworic. Another dilferenes iz that the new usar
charges are levied from Lho dato of the act rather than from
the time of complotion of the new road as in the case of
toll projects.
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Role of Federal Government

The allecation of special funds for a limited milsage of
high-cepacity interstate roads rapresents a modification of
the previous policy of distributing Federal aid rather widely
Over An ex mdj;f tem, The highways designted g

ligible for Federal aid have reached sbout one-fifth af total
way mileags, and account for 85 percent of vehicle miles
and more then 90 percent of the value of State higl?way
construction_cother than toll resds. Despite their broad
application, Federal funds have financed oniy about 20 per-
cont of hig]lwajr capital budgets sinee World War I1. In-
craasing fiscal respemsibility of tha Federal Government for
road construetion is indicated by the deubling of regular
Federal nid in recent years, by the large rise in inferstsate aid
vided under the new act, & by the expacted drop
m {oll roadbuilding from the pesk rate of over $1 billion
aitained in 1956,

Trends in Motor Vehicle Travel
and Freight Transport
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Prior to the Highway Act of 1956 the Federal Government
levied certain exeises related to antomobiles ineluding motox
fuel taxes as a part of the general tax strycture. Federal
ﬁﬁan ing on yways was aot eortrelated with the yislds of

ese excizes. Druring the depression years Federa] Govern-
ment highway spending was stepped up as 8 general counter-
cyelical measurs to sunplement State and loeal highway
construction as shown in the chart on pare 24,

For the deeade 193140, Federnl sid to highways, incuding
nonmatehing rolief expenditures, was substantially in exeess
of Federal receipts rom auto-related excise taxes. During
the war pericd, Fedaral metor fuel snd other avtomobile ex-
cise taxes were increased but Federal spending on highways
declined fo a low rate and, after the war, expanded rather
slowly in comparison with the genersl riss in prices and
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cXpAUSIOn in economic activity. Faderal highway expendi-
tures then loveled off during the Korean liag;lm period co-
incident with & rise in the Federal gas tax, Throvghout the
g‘eﬁ:rdnl ﬁfhc:;:h the hegimﬂ;x;‘flf of World Wﬁr Hma.ll h 1954

[ WAT 2 WAS APpRIecia g er t e
eeipta from Fege_nsa;mmr fuel taxes. Ingmased &id 10 the
States in recent years bad brought Federal spending about
sqmal to motor fize] tazes collected just prior to enactment of
it:ha &mw Highwoy Act and the creation of the highway trust
und,

Highway construction costs

In general, highway' construction costs have risen less
than building construction costs since the end of the war.
nghwawts advunced sharply during the war and through
1948, r that time throngh 1955, they showed cansider-
able fluctuation but at the end of the period were litide highey
than &t the begioning, in eontrast to the sustemed advance
in general construction costs. Note that this cost stability
occurred during a period ¢f broad expansion in readbuilding.
In the past year and e heif, however, highvway costs have been
on the upswing, nsmé &h Eahmnb@d’ 12 perrent, with the rise
in the third quarter of 1956 reaching 3.8 percent.

Substentisl changes in consirvetion costs, howsver, are
not ordinarily matehed by proportional changes in tax rates,
State revenues for highway purposes hava been derived main-
1v from specific user taxes, tﬁe mast important of which is the
motor fuel tax. Between 1940 and 1955, when highway
construction costs more than doubled, the average Siate tax
on gasoline inerensed only from arownd 4 cents per gallon to
5.50 cents per gollon.,

A combination of influences appears to account for the up-
ward thrust in hi costs since mid-1855. The continued
expansion in building hes oceurred st & time when atron
demand prezaures are present in the sconomy az o whole, an
the volume of other types of nonresidentiol construction bas
been inereasing.  Undsr these ¢ircumatences, wage costs nnd
materials El'mas regiztered o comsiderabla adwvance. Sharp
price rises bave talen place in key highway materials such os
cemont, structurnl steel shapes, end fabricated struciural
steelwork. Although moat highway construeiion costs have
trended upward for more than & yerr, the increase in costs of
bridges and other strusturcs related to highway use has been
pacticnlarly shorp,

Thgzgh present requirements are large, the tapering off in
tll ¢ building and the necessary preliminary plannin
steps in getting the new interstate program vnderway w
moderate the Immedisle requirements for meterialz nnd
equipment. The stretching out in highway expansion mn tha
next 2 or 3 years will tend to prevent an intensification in
materials shortages which have ccowrred a6 times in the past
yesr and a halfl of mpid rise in road eonstruction. Sieady
development of more efficicnt and larger-capacity equipment,
snd impreved construction procedures in the past have
restrained highway construction post in relation to general
construction cost. '

Reappraisal of needs and costs

Regular appraisal of the financing of the program on the
bagiz of &ctunP tax receipis waos directed by the set which calls
for successive esyimates of cost of work remaining to he
completed on the Inferstete System, Current cest esti-
mates of the interstate program reprosent the 1054 survey of
the Burea: of Public Roads end allowance for 2,300 miles of
urbnn byposses and radisls, They do not include the loter
addition of 1,000 miles of costly urban routes. Morsover,

Decembar 1856-

highway constiruction cosis bave inereased Pﬂh-fﬁs L} percent
since the time of the origine] cost estimates, 4 Buresu of
FPublic REoads now bes anderway 2 new ocost survey of the
Interstate Systam in particular snd overall highway needs

in generad.

Sources and Uses of Highway -
and Street Funds
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Another study eslls for an gunalyticsl comparison of the
costs of providing Ehwﬂ- focilities for the various classes
of motor vehicles with the bensfits chtained by theair owners,
snd by other groups. This report is to furnish Congress

idance for determingtion of eguitable rates of taxation on
E;:ghway uzers and other beneficiaries. A relsted problem
cOncerning recommendations on maximum sizes and weights
of vebicles on public highways ia also tha zubject of a apscisl
report.
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The Toll Road Movemaent

The postwar toll road movament in the United Statea
originated in the inability of many States and other govern-
menis concerped to provide sufficient funds to construct the
moedern multdane, controlled-access ways needed on the
main intereity through routes. Awgilable revenues had to
be widely dispersed throughoui the State and could seldom
ba coneentrated es the heaviest tyaffie reeptirad, Some Statas
hod restrictions on borrowing and others were unwilling to
borrow the large sums required for these routes. Controlled
access on existing improved routes was gone Inclony, or

difficult to obtain s¢ thet prowing local traffic impeded
t.-]:m:-uEh iraffic,

Toll roads, therafore, appeared to be the solution for in-
adaguate ravanues, restraings on horrowing, and uncontrolled
highway sccess. Where traffie zeemied henvy emough and
altarmate highway routes inadaquate, the toll rosd suthorit
was sble 10 imsue bonds, backed sither by o pledge of to
recaipte nnd gasoline or cther road-user revenues. The
systam wis espacially applicable to the densely populated
States in ihe Northeast and Midwest, Pennsylvania, New
Jerasy, New York and Connecticut—and later Massachu-
setts, Ohio, and Indiana—ronstructed the ma{';)r toll high-
ways, Only o few hundred miles have been built weat of
the Missizs:ppi and in the South.

Table 2.—Changlng Status of Toell Roada

Statua im milea a9 or
Mor, L
1 153
Tliles eompleded. . 173 L
1 nder ¢outtruabom o AnAnesd. . ..o caisessssnca s nnnnnnnns 1,525 By
AUETOrIl .. aeieisisesssr i s s m s amam — ——————— s m———— 8, G a4, 2
PrOpomMll e eaerrrrrrram e e ey mcmariera e EeEemaE——————— 1, %3 1,007
Toial mbeage in all calnporie_ . ). 1,500

Hourese Burena of Deblle Reads

In the postwar years, about $4 billion has been =pent on
toll roads, bridges, and funnels. As of November I, 1956
almost 2,500 miles of tol! routes were in operation an
toother 1,000 milss wore under construetion. More than
3,200 additional miles have heen authorized, and a further
1,000 miles proposed. Changing cireumsiances related to
tlia new highway program have resulted in the abandonment
of 2 number of authorized snd proposed prejecis during the
past year (see table 2}, o

The volume of eredit finaneing for toll facilities was down
sharply in 1955 and 1956 although capital outlays continued
ta move upwird through 1956, as shown in table 3.

Even hefore the pa of the I‘[lgi‘_]WEF Act the backlog
of toll road mnstructimgm to decline. Moreover, inter-
est rates had advanced, nsrrowing the economic margin
between potential toll revenves amf upﬂm:ier:ig oosta,

At the &ime the Hi%hw:-:uf.r Act was passed In mid-1938,
contract awards for toll comstiction projects for the first
6 mornths of the yasr wars alr. 37 pereent helow the same
pevied of 1955, The new Highway Act by d;;rwﬂmg 80

cent of construction aosts from Federal funds on toll-free
mteratate routes is axpected to supplant mony of the con-
templated toll projects along routes not yet under actual
constryetion. Toll bridgos, tunnels, and other eroseings may
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be built if they become free once the State-acquired debt
has been paid. In other cages, toll crossings will continue to
be constructed, as in the New York area, where extrems
traffic density justifies them. ) )

arnings on %ol roads have generally increased during the
pest vear although toll road bonds heve had & varied sxperi-
ance on the market. Several of the well-esteblished systems
kave been doing well in toll receipts while some of the exten-
sive gysterns heve been in use too short & tima to judge their
finsncial position.

Table 3.==Toll Farility Financing and Capital Dutlays
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In order to avoid duplicate costs and waste of resources,
competing higbways will not be constructed slong interstate
routes NOW SaTv ndsqﬂu&tsly by toll facilities. Eventual
incorporation of the toil roads and reimbursement policy
remzan to be determined.

Benefits of Improved Roads

Tax receipts going to the highway trust fund sre collecied
from, all hjihway uszers.  Where superhiphways have been
built, they have generally resulted n o merked incrense in
ix&:ﬁmrw voluee along snd adjecent to the new rouies,

itione of both service establishments snd industrial
facilities capitalize on the usa of improved highway trans-
portation. New stores, shopping centers, factories, and
recreation facilities have broupht new tax revenues o the
communities served, and new business opportumities and
employment to the mhabitanta of the entire sarea. Since
only » limitad vumber of these highways have been built,
tha adjacent sites now possess unique advantages. With
a nationwide program, an opportunity for more balanced

wih will he provided. The locational advantazes of a
ew routes will probably be less pronounced but the gains
will be more widespraad.

The rapid growth in facilities with sccess to improved
transportation routes iz not all net growth. To the extont
that traffic 18 marely diverted, less ndvnnu::ﬁeuushr locatad
husinesses will lose some patro On ihe other hand,
improved transpovtation wil speed up travel and generate
new traffic. It will provide better facilities to lzeep pace with
the general growth of the economy, and accordingly much of
the new eapital investment which iz eithor dependent on or
closely relnted to highway transportation will be lecated new
the new sxpressways where much of the incresse in traffic is
expactad to eccur during the next two decades.
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Porential savings from better transportation

The economic loss snstained by the highway user in mun-
hours and vebicle-time lost in faffic delay, fuel waste
enging, tire and h;ﬁﬂ_:e WanT, atlﬁ] w:ﬂnm ooats of mlurycu,mi

TOparty dma.ge, InCrease wi ¢ COT ion. Com-
e ps of accldent rates oo mnﬁrﬂﬂed—awemums Luilt

to high safety standsrds with thoss on parallel routes with .

random access indicate that the accident rates have been
helved and fatalities eut by two-thirds. The money savings
i such redeetions in neeidents will be substantial as &
festagi by surtent premium payments of around $4.5 billion
or highway accident insuranca. The nonhighway user also
will benefit from cheaper and faster transportation, and
share in community and property geins. Congres, in
seeking to place the expense of bighway improvement on the
groups which obtain the gaine, has requestad the Secretary
“of Commmerce to underiake an investigation of this question.

The metropolitan area and the central city

The rapid growth of surbizhan arens hng heen built, largly
on automobile iransportation sod has created some of
worst gurrent. highway congestion where intercity, comrmui-
ing, and loeal business traffic eonverge. Ilespite growin
employment opportunity i the suburhs, concentration o

business sid employment has remained in the central city.

Capiiol Outlays for Highways
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The Interstate System will provide throughroutes which
will allow rapid penetration to the heart of the city for both
local and mt.erq:i' trafiie, bypasses avound the metropolitan
fringes, and radial routes from the hubs of urban congestion.
Much through-trafie will be remored from erowded city
streets. ¢ surveys indicate that thiz will reduce eon-
gestion substontially m small and intermediate size cities
end only moderately in the larger citics.

The new highways contsin st once the potential for in-
cressed concentrafion of economic activity or dispersel.
To the extent thet commu distanes i & function of time
ujred per trip, new areas farther out from the city center

be brought within range of effective cornmuting.” Cross-
sommuting will be earad hy usa of inner and cuter belt koops”
in ¢he arger mﬂbﬂ?}{?ﬁt&l] areas.  Already reguirad to hendle
existing traffie volumes, tha new wrban superhighways will
not solve the problere of congestion; by providing & measure
of relief in the present situation, could oparate to
ﬁmue the concentration of activity in the urben busmiess

BLTict.

The cost of urban sections of the interstste network was
placed at $15 billion exeluding the unsllocated 1,000 miles.
This represents 65 percent of the estimated total cost of the
Interséate System se compared with about 30 percent now
being apent in urban areaa. Urban T2SSWETS are chor-
mously expensive both with respect tgxlpand and structures.
Ezperience with ¢omphrable expressweys which have been
bailt in more than 50 cities indicatea that traffic tends
to press upon cepecity long before the date indicated by
most advanes sstimates. nd preparstion has genaerally
involved large-seale demolition of cominercisl and residantial
property sometimes sariously redueing the tax base of the
central eity. In other eatss, masy construction of large

»
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office building= bes resulted in additicnal economic concens-
tration.  superhighwey iz an essential aspect of
urhan plsnping negessary to solve tha problams of the motor
vehicle in the metropolitan area.

State and local spending

~In addition to expanding Federal funds for Federel-aid
projects to be constructed by the Stete bighway depart-
ments, the new law will have & number of consequences
upen %t.at-e_ and local budgets. Some further incresse will
take place in matching funds required of the States, but the
rise will not be so repid 45 in recent years. Between 1952
and 1856 annual metching requirements rose $300 million
sbeorbing a considerabls part of the inereass in State funds
available for roadbuilding. State aid to municipalities
has also continued to rise.

Little further riee in State matching funds will be required
for regular Federal aid through 195%. For the Interstata
System, the annual incresase In Sinbe ratching funds will
be iarger in the next fsw years than in later yenrs. This
results from the requirement that 60-40 funds authorized

rior to the 1956 act be expendad before 00-10 funds, and
rom the ncealeration of the program during the first few
vears. For the ramainder of the program the rﬁ?uu*ed risa
1w State spending for imtarstats highways will be wery

nal, resnlting in & total annual expenditure of sround
200 million toward the end of the pro . )

A few Staies ore encountering difienltiss m mecting
matching fund requirements. For the ¢country as & whole,
hewaver, large unmatched State funds have in the past been
spent onh construction of highways eligible for Faderal aid.

he substantial riss in Federal-aid funds on a50-50 matchi
bagis means an equivalent reduction in State funds requi
for the same voluma of constrnetion, or that this sama money
spent by the States will go twice os far,

More specifienlly, the building of non-toll rords along
the_interstate routes had previously been finaneed either
by Federal-Sinte funds on & 50-50 matching basis or entirely
by State funds. 3uch outlays—which bhave been estimated
at more than $2 billion sines the routes were designated in
1947—will in the future be financed largely by the Federal
Government.

Onee the program expands with highway trust fund re-
ceipts the gradual increnses in Siate metching funds for the
Intorstate era will be substantially smaller than the
snnual increment in State road-user taxes ab present tax
rates. Mora than heli of the States have antidiversion,
conetitutional amendmanis wiich dedicate motor veohicle
and gasoline tases to highway purposes,

Impact of the Program

The genernl expansion in highway spending in the years
thead will have 2 separate thong r@f;ted typas of in ﬂuer'trmes.

The first is & relatively confined bub direct expansionary
cficet upon the readbuilding indusiry, its chief suppliers,
angd their work forees. The second 18 the more genersl
indirect effects upon the economy resuléing from the method
of financing and the timing of the program.

FPreliminary estimates of materials aud equiprent for the
expanded roadbulding program in the yesrs ahend published
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by tha Bureau of Fublic Roads are now being reexamined.
or the Interstate Systern the requiremnent that moat grade
crossings be svoided means that bridges snd ecrosm-over
gtructures will have a large place in the construction pastern.
Thus materials requirements will be similar to those for toll
yoads, invalving larger quantities of steel than thai needed
tor ether types of roads. The major supply problam ex-
eckad to develop ia for wideflange struciural shapes.
though the steel industry ie planning incressed capacity,
more extensive use of reinforced concrete and other methods
may be required. Becsuse shortages are currently more
gerious for steel than for cament, this enbstitution has heen
noted on projects now under way.

Becanse rgg the gradual riss in eoustruction expenditurss
anticipated, on-site and indirect labor requirements of ma-
teriale aad equipment producers will be st'irﬁml over a lon
period. Witk incressing produckivity, the proportion o
skilled on-site comstruction workers mny be_expected to
increnss, as if has in $he past. The Buresu of rublic Roads
states that ineressed productivity has reduced manp-hour
lasbor requirements by two-fifths over the dpa&t decade,
Beoause of tha large size of m'jmta in the undertsking, the
myjor personnel needs will be for enginecrs and for skilled
machine operators, For the latter special treiving may be
raquired. The chisf hope appears to be in the direction of
better utilization inc]udcigjg the use of automutic devices in
routine operations and celculations. The use of jeb broai-
down, on-the-job. training, uperading and other devicea
uzed mmﬁﬂ}y during World War IT will be helpful.

More general effects

The broader, more diffused effect of the new road p m
upen the whole economy involves both the method of
finaheing of the road program and the rate of spending of
the Federal-aid funds as well a3 related changes in 3iats and
loval budgets. The indirect but pervasive ¢ffects npon the
aconony of the expansion in M]Lmty in preparcation for e
long-term highway ]}Igﬁmlﬂ will be partly offset in the next
2 yenrs by a substantislly larger bike in toxes collected than
in apending under the new program. This will be balanead
out by spending in excesa of current trust fund collestions
in later vems, Reduced borrowing for toll road construe-
tion will also have a restraining inflrence.

On the other hond, a section of the Highwoy Act providing
for reimbursemsnt of the Federal share for construetion
undertaken by the States in advance of fund allocations
appears to have encouraged zome Sinies to obtuin new
borrowing authority in order to push ahead with high
priority projects for the relisf of highway and street con-
gestion. In {he November election a totnl of nearly $700
million in road bond issues was up for referendum, and aleosé
all of the funds were approved. .

Finolly, the provision of the sot that Federal financing of
the new program be on & sirict gny-as-?ou-bmld basis means
thet the axpansion in Faderal Government spending will he
mnatched by increased tax collactions with ne Federal bor-
rowing re:i‘umed for the highway program. Though an in-
creasa in Federal spending tends to increase total demand
and ontput, the oxpansionary effect is mitizated by the
inereased tax teke. Omn the basis of projested tax yialds
and coyts, the self-financing provision will restrain the ed-
vance in spending for the intarstate program o fow years
hence—afier the initizl surplus bas been used up—and ae-
ﬂorr.lingLy will lengthen the comséruction peried of the pro-
ﬁeram ond the 13 yesrs for which authorizations have

en nuxg .



